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REPLY COMMENTS OF LOCAL MEDIA TELEVISION

Local Media TV Holdings LLC (“Local Media”), thegpent company of the licensees of
five Class A broadcast television stations, hemaldymits reply comments in response to the
Commission’sNotice of Proposed RulemakiffNPRM) in the above-captioned proceedihg.
Local Media agrees with the numerous commentersskce the Commission’s desire for a
successful incentive auction that will produce imseconsumer benefit and ultimately
“provide highly valued wireless broadband servite§he FCC's goal, however, will go
unfulfilled without maximum broadcaster particimati To encourage robust participation,
Local Media encourages the Commission to adopi@uparameters which stress transparency
and simplicity® The Commission has a single opportunity to renacessful auction, and
thoughtful decision making should not be sacrifit@dspeed. To adequately fuel the supply
side of the auction dynamic and ensure a succgssioess, Local Media offers specific

comment on th&lPRMs proposals to ensure vigorous and active broaeicparticipation.

! In the Matter of Expanding the Economic and InnmraOpportunities of Spectrum Through Incentive

Auctions Notice of Proposed Rulemaking, 27 FCC Rcd. 122872) (‘(NPRM).

2 NPRM 1 26.

3 See, e.g.Comments of CTIA® -- The Wireless Association14t15; Comments of Consumer Electronics

Association, at 14-15.



THE COMMISSION SHOULD EVALUATE THE REVERSE AUCTION BIDS OF
ALL DIGITAL CLASS A STATIONS BASED ON THE STATION'S LICENSED
FACILITY ON THE DATE OF THE REVERSE AUCTION.

The Commission’s disparate treatment in evaluativgrse auction bids of similarly-
situated Class A stations based on the date afdiggtal transition must be rejected as
inequitable. Class A television stations havel8gptember 1, 2015 to complete their transition
from analog to digital operations. Whether or adlass A station completed the transition
before or after February 22, 2012 is immaterigdh®date on which the Commission should
evaluate facilities for the purpose of reverse iandbids. TheNPRMs proposal for disparate
treatment of Class A stations must be rejectedwoif of equitably evaluating all digital Class A
facilities as of the date the reverse auction conues.

TheNPRMproposes to evaluate the facilities of Class Ai@tatwhich completed their
digital transition by February 22, 2012 as of titate, while those stations which did not
complete their digital transition, but do so beftive date the reverse auction commences, will be
evaluated as of the reverse auction datergely because no reasoned explanation exies, t
FCC falils to justify handling these Class A stasiaifferently. It is prohibited for the FCC to
“appl[y] different standards to similarly situatedtities and fail[] to support this disparate
treatment with a reasoned explanation and subatavidence in the record[7]"In Melody
Music the D.C. Circuit remanded an FCC denial of anseerenewal, stating that the FCC “must
explain its reasons and do more than enumeratgdladifferences, if any” and “must explain the

relevance of those differences to the purposeseoFederal Communications Aét.Here,

N Id., 1 80.
° Burlington N. & Santa Fe Ry. Co. v. Surface Trarg, 403 F.3d 771, 777 (D.C. Cir. 2005).
6 Melody Music, Inc. v. FC(345 F.2d 730, 733 (D.C. Cir. 1965ge also FEC v. Ros&06 F.2d 1081,

1089 (D.C. Cir. 1986) (“[A]n agency’s unjustifiabtiisparate treatment of two similarly situated igartvorks a
violation of the arbitrary-and-capricious standgrd.



beyond enumerating that some Class A stations matvget transitioned to digital facilities
because time remains to do so under the SeptemB64.% deadline, thdPRMprovides no
explanation of why a Class A station’s digital sdion date is relevant to the date as of which
the Commission should evaluate a station’s faediti

In effect, the Commission’s proposal levels a besepenalty on those Class A stations
which diligently completed the digital transitiokVhile Local Media agrees that it “would be
fundamentally unfair” to those Class A licenseet thave yet to convert to digital operation for
the Commission to protect their facilities as obfmry 22, 2012 theNPRMshould not replace
one inequity with another and disadvantage early Rdlopters vis-a-vis their Class A
competitors as part of the auction process. Wigh'benefits of digital broadcast technology”
well established,prompt digital transition by Class A stations hilewed them to compete with
full-power digital television stations. Moreovéhng policy advanced by tidPRMstands in
stark contrast to thePTV DTV Second Report and Order which the FCC set the September
1, 2015 deadline for Class A stations to convennfanalog to digital operationThere, the
FCC made certain that “stations should not be mestfor getting an early start on the
transition process” and that the 2015 date woult6erage stations to file applications for their
digital facilities as soon as possibf8."Furthermore, Class A stations that have made
investments in improving their digital facilitieeeuld not be foreclosed from submitting those

improved facilities for auction. As stated by C&aDenver, “the Commission should continue
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Television, Television Translator, and Televisiamo&er Stations and to Amend Rules for Digital €las
Television StationsSecond Report and Order, 26 FCC Rcd 10732,2p81) (‘LPTV DTV Second Report and
Order").
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to provide licensees with incentives to continuariprove digital services via facilities upgrades
prior to the commencement of the reverse auctiongss.*

Such unjust treatment undoubtedly will discouragetian participation by those Class A
stations, lower the supply of available spectrund @ise the risk of auction failure. While the
downside is clear, the benefits of such disparatgent are non-existent. Instead, by
evaluating all Class A station facilities as of tete of reverse auction, the Commission will
avoid the inequitablde factopenalty proposed by tiéPRM place all digital Class A stations
on the same footing, and encourage participatidherreverse auction.

Il. THE COMMISSION’S AUCTION RULES SHOULD FACILITATE MA XIMUM
PARTICIPATION THROUGH TRANSPARENCY AND SIMPLICITY.

TheNPRMsolicits broadcasters’ input “on how to designitieentive auction so as to
facilitate their participation and make it as easypossible for them to submit successful
bids[.]"** Section 6403 of the Spectrum Act dictates that@bmmission has but one
opportunity to conduct the auction. Auction partarebased on simplicity and transparency
will ensure robust broadcaster participation, whickurn will help ensure a successful auction.
Simply put, the more information broadcasters Hawascertain the value of their spectrum, the
more likely they are to participate effectivelytive auction. With that in mind, Local Media
provides the following recommendations:

Bid Coallection. Local Media recommends that the Commission adaphtiorid option

proposed in th&lPRMof a descending clock auction combined with thexpibid option**

Comments of Casa En Denver, at 3.
12 NPRM 1 36.
13 See id. { 39.



This dynamic procedure will “make participation pier and less expensive for biddets.”
Indeed, the descending clock auction “is designeddke it very easy for broadcasters to make
optimal bids” and “provide stations with relativedtraightforward bidding incentives™ As
stated by the Consumer Electronics Associationdéseending clock auction “would greatly
reduce the burden of auction preparatith And because “the auction will look similar frotret
broadcasters’ perspective,” the descending clookdb will maximize transparency. The
more information broadcasters have, the more likebadcasters will be active auction
participants. However, as some participants may tihe descending clock option too
complicated, bidders should be allowed to subrpitoxy bid to secure their right to participate
in the auction at the right price.

Flexible Band Plan. The Commission recognizes that there will be “noiform
amounts of relinquished broadcast TV spectrum ah egographic ared® As different
markets will yield different outcomes, Local Mediapports a flexible band plan that will allow
for the maximum amount of spectrum to be cleareshicth geographic area. Foisting rigid band
plans on willing auction participants will place annecessary restraint on available spectrum.
Local Media supports EOBC “that any approach showddimize the amount of reclaimed

spectrum in the largest markets and agrees with CTIA that the band plan shouleixifile

14 Id., 1 40;NPRM Appendix C, at 2 (“[T]he auction process needsitaple and easy enough to encourage

and facilitate the participation of a wide arraybobadcasters.”); Thomas Hazlett, David Porter &\da Smith,
White Paperincentive Auctions, Economic & Strategy Iss({esme 12, 2012pvailable at
http://www.arlingtoneconomics.com/studies/White Rapdf (stating that “the auction process needs to be
transparent and simple”).
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enough to accommodate varying amounts and confignsaof spectrum relinquished through
the incentive auction proces®.”

Reserve Price. Other than setting an initial offer in the dewtiag clock format which
will attract maximum broadcast participatitrthe Commission should reject implementing a
reserve price in the reverse auction proéésthe value assigned to a particular station’s
spectrum should directly correlate to the imporéaotthat station relative to the Commission’s
goal of clearing a certain amount of spectrum aerain market. Certain stations may hold
more strategic value because of their technicalrpaters or location, and that value should be
recognized at auction. The auction parametersproNide adequate protection to ensure that
the chosen bids reflect true value without the rfeedtipulating a maximum payment, which
would unreasonably limit a station’s value.

Payment Determination. Local Media supports paying winning bids baspdruthe
threshold price, which is the highest amount treabtcaster could have bid and still had its bid
accepted® As broadcasters will lack extensive informatitwoat their spectrum’s value,
threshold pricing will encourage broadcasters toaia in the auction and openly bid down to
their reserve price, thereby maximizing participati Local Media agrees with EOBC that
threshold pricing “better accounts for the diffigubf establishing a value for broadcast
spectrumex anteand which seems implicit in the way the FCC hagulesd its descending

clock auction mechanisnf” By contrast, adoption of an actual price struetuil

20 Comments of CTIA® -- The Wireless Association]18t

2 SeeComments of Telecommunications Industry Associataari5 (“[1]t would make little sense at a

conceptual level to offer prices only slightly aleahe market valuation for the station as an orggbiwadcast
enterprise.”).
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2 Comments of the Expanding Opportunities for Bazestlers Coalition, at 10.
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unnecessarily cause some broadcasters to exititi@m for fear that they would receive less
than market value for their station. Because tbm@ission will be armed with more
information about supply needs, Local Media supptirat “all the computational challenges fall
on the FCC" rather than broadcasters.

Participants should not be excluded from the forward auction. Just as robust
broadcaster participation is a necessary compafensuccessful auction, so too is maximum
participation from wireless providers seeking speuatin the forward auction. Local Media
agrees with T-Mobile that the FCC should not “admplanket exclusion of even dominant
incumbents from the bidding proce$8.’Restricting the participation of key wireless yicers,
either with explicit bans or with restrictive ditgsre models, would undermine Congressional
and Commission objectives by driving down auctievenues and greatly increasing the risk of a
failed auction.

1. BROADCAST TELEVISION LICENSEES OPERATING IN THE T-B_AND

SHOULD NOT BE FORECLOSED FROM PARTICIPATING IN THE REVERSE
AUCTION.

The Commission should clarify that broadcast taliewi licensees operating on channels
14-20 (the “T-Band”) may participate in the reveasetion and provide clarity regarding the
impact of future public safety T-band proceedingsTeBand broadcast television licensées.
In theNPRM the Commissioibroadly stated that the Commission would “not agslife-Band
services in this Notice.” Under “Subtitle A—Real&gion of Public Safety Spectrum,” the

Spectrum Act mandated that T-Band spectrum “culyersied by public safety eligibles as

5 Id., Appendix C, at 4.
2 Comments of T-Mobile USA, Inc., at 2.
2 See id.{ 19.



identified in [47 C.F.R. § 90.303]” must be realited by the Commission by 2021 Broadcast
licensees in the T-Band operate on a co-primariglath Private Land Mobile Radio Service
(“PLMRS") and Commercial Mobile Radio Service (“CMR licensee$? These PLMRS and
CMRS licensees “provide public safety and other R3/ystems and CMRS operatiof.”

The Spectrum Act’s reallocation of T-Band publife$g entities is a completely distinct
issue from T-Band broadcast licensees’ abilityddipipate in the reverse auction. To the extent
that theNPRMinadvertently forecloses participation of thesedol@asters, the FCC would
unnecessarily limit the amount of available speutin the reverse auction and needlessly
complicate the eventual clearing of the T-Bandstdad, the Commission should explicitly
clarify that T-Band broadcast licensees may pardite now in the reverse auction and provide

the necessary clarity concerning the future ofTtigand as it pertains to these broadcasters.

28 47 U.S.C. § 1413(a).
29 Id., § 19.
30 Id., 7 19.



V. CONCLUSION.

Local Media supports proposals in tiERMwhich will maximize broadcaster
participation through simplicity and transparendiy.addition, the Commission should avoid
disparate treatment of Class A stations and ewallatigital Class A facilities as part of the
reverse auction bid process as of the date thesewaeiction commences.

Respectfully submitted,

By: /s/ Monish Kundra
Monish Kundra

Authorized Signatory

Local Media TV Holdings LLC

5670 Wilshire Blvd., Suite 1300
Los Angeles, CA 90036
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